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TO AMEMBASSY SINGAPORE IMMEDIATE 

INFO ALL EAST ASIAN AND PACIFIC DIPLOMATIC POSTS IMMEDIATE 


UNCLAS STATE 048087 


E.O. 11652: N/A 


TAGS: EFIN 


SUBJECT: SECTION 911 AND 912 


1 . THE GAO REPORT "IMPACT ON TRADE OF CHANGES IN 
TAXATION OF US CITIZENS EMPLOYED OVERSEAS" HAS BREN 
RELEASED ON FEBRUARY 22. IN A 100 PAGE REPORT, WHICH 
STRONGLY EMPHASIZES THE NEED FOR THE US REMAIN 
COMPETITIVE IN THE TRADE FIELD, THE REPORT PRESENTS 
POLICY OPTIONS TO CONGRESS WHICH ARE SUMMARIZED AS 
FOLLOWS: 


TAXATION OF AMERICANS WORKING ABROAD IS PART OF THE 
CONTINUING CONFLICT AMONG THE TAX POLICY OBJECTIVES 
OF RAISING REVENUE, ACHIEVING TAX EQUITY, ACHIEVING 
TAX S IMPLICATION, AND ACHIEVING OTHER SPECIAL AIMS OF 
PUBLIC POLICY. BASIC OPTIONS INCLUDE FULLY TAXING, 
PARTIALLY TAXING, OR MAKING TAX FREE ALL ALLOWANCES 
AND FOREIGN-EARNED INCOME. OPTIONS FOR GRANTING A 
GREATER OR LESSER TAX INCENTIVE THAN NOW EXISTS 
INCLUDE ADJUSTING THE EXISTING GENERAL EXCLUSION, 
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GRANTING SPECIAL DEDUCTIONS FOR EXTRAORDINARY COSTS, OR 
MODIFYING AVAILABLE TAX CREDITS. GAO IDENTIFIES A 
VARIETY OF SUBOPTIONS WIHTIN EACH OPTION TOGETHER WITH 
THE ADVANTAGES AND DISADVANTAGES OF EACH. 


THE PREFERRED OPTION MUST BE CHOSEN BY THE CONGRESS 
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IN THE LIGHT OF THE OBJECTIVES IT DEFINES. 

BECAUSE OF THE SERIOUSNESS OF THE DETERIORATING US 
INTERNATIONAL ECONOMIC POSITION, THE RELATIVELY FEW 
POLICY INSTRUMENTS AVAILABLE FOR PROMOTING US EXPORTS 
AND COMMERCIAL COMPETITIVENESS ABROAD, AND UNCERTAINTIES 
ABOUT THE EFFECTIVENESS OF THESE, SERIOUS CONSIDERATION 
SHOULD BE GIVEN TO CONTINUING SECTION 91 1-TYPE 
INCENTIVES OF THE INTERNAL REVENUE CODE, AT LEAST UNTIL 
MORE EFFECTIVE POLICY INSTRUMENTS ARE IDENTIFIED AND 
IMPLEMENTED. 

VANCE 
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